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STOCK MARKET 
INFORMATION 


Listing 
Montreal Exchange, August 1987 
Toronto Stock Exchange, September 1995 


Inclusion in TSE 300 
“Food Processing” Category, February 1998 


Ticker symbol 
Wal / Wiles ISIE 


Number of voting, participating 
shares outstanding 


21,624,526 


“E AND INNOVATION 


ET 


Public float 
15,824,526 subordinate voting shares 


High/low of subordinate voting shares 
over past fiscal year 


$341.7%5/$25.75 


Trading volume (Montreal Exchange and 
Toronto Stock Exchange) 


3,705,145 


Recent price (June 30, 1999) 
$25.00 


CGOPRPEESSERVICES 
AND MANUFACTURE 
OF EQUIPMENT 


ROASTING AND 
MARKETING OF 
GOURMET COFFEES 


PROFILE 


Founded in 1919, A.L. Van Houtte is one oi the 
largest, best integrated and most profitable 
companies in the North American gourmet coftiee 
INGUSb Gyr. 


With a staff complement of 1,200, Van Houtte operates two complementary business 
groups that together enable consumers to share its passion for coffee in the office, 
at home, at the restaurant, and in foodservice outlets. These groups work in synergy 
to develop and market value-added concepts combining gourmet coffees, state-of-the-art 
technologies and expertise in service. 


In addition to being the most important sup- 
pelena Conziee plier of traditional coffee services in Canada, 
i , Van Houtte operates the largest single-cup 
eee on coffee service network in North America. 
Red Carpet Through a subsidiary, the Company designs 
and manufactures sophisticated single-cup 
VKI Technologies brewing equipment providing superior- 
quality coffee, available at any time. 


e anetwork of 61 corporate outlets and 36 franchises, established across Canada 
and in 27 American states 

e a total of 25,680 corporate single-cup units across the continent, in addition to 
the 15,000 units operated by franchisees in the United States 

e over 2 million consumers served daily in the workplace and institutional settings: 
offices, industries, hospitals, educational institutions, etc. 


Van Houtte is the largest gourmet coffee 
marketing organization in Canada, and the 


Coffee Group only one to operate from coast to coast. 
Aside from coffee services, the Company 
Caté-Bistro serves all the main segments of the retail 

Division food industry: grocery stores, superstores, 


convenience stores, restaurants, pharma- 
cies, etc. A pioneer in this field, Van Houtte 
also has the largest café-bistro network in 
Quebec. 


e over 2,000 supermarkets serviced across Canada, along with thousands of conve- 
nience stores, restaurants and other retail outlets 

e the broadest selection of gourmet coffee beans and ground coffees in the country 

e a State-of-the-art infrastructure, including the only profiled roasting system in 
Canada 

e 57 franchised and 16 corporate café-bistros in Quebec 
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FINANCIAL 
HIGHLIGHTS 
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Fiscal years ended April 3, March 28, March 29, March 30, April 1, Annual 
(in thousands of dollars, except number of shares, 1999 1998 1997 1996 1995 growth 
per-share amounts, percentages and ratios) rate 
Financial Performance 
Operating revenues $234,614 $207,067 $170,717 $164,102 $131,490 $44,525 39.4% 
EBITDA” 49,002 40,410 35,627 31,432 25,215 11,040 
Net earnings 17,030 13,952 10,331 ehlopoul 6,676 4,011 33.5% 
e per share (basic) 0.79 0.71 0.58 0.47 0.40 0.34 18.4% 
¢ per share (fully diluted) 0.79 0.68 0.54 0.46 0.39 0.34 18.4% 
Cash flow 37,449 30,512 25,056 22,253 18,259 8,203 35.5% 
@ per share (basic) 1.73 1.58 a2 135 1.17 0.69 20.2% 
e per share (fully diluted) 1.68 1.48 1.32 1.19 1.06 0.69 19.5% 
Purchase of fixed assets 29,878 23,045 15,610 16,103 9,175 3:045 
Business acquisitions 13,188 43,058 5,638 2,700 61,779 6,739 
Dividends 3,027 1,936 1,405 1,320 1,234 118 31.2% 
e per share 0.14 0.10 0.085 0.08 0.075 0.07 14.9% 
Number of shares 

outstanding 21,624,526 21,585,026 16,541,476 16,524,118 16,503,952 13,314,490 
Market capitalization 621,705 663,740 264,706 181,591 146,062 85,745 48.6% 
Financial Position oo 
Total assets $233,495 $206,480 $147,936 $137,349 $133,675 $52,917 

| Shareholders’ equity 180,210 165,948 100,309 90,767 82,959 42,592 
Total net indebtedness” 23,136 7,068 19,193 25,081 27,770 2,703 
e % of total invested capital 11.4% 4.1% 16.1% 21.6% 25.1% 6.0% 
| Additional Information 

Sales 

Coffee services 

Filterfresh (US$) $63,509 $61,429 $55,505 $47,926 $34,160 N.A. 16.8% 
System-wide sales — 

Van Houtte organization® 327,728 310,252 273,064 260,058 213, (24 77,087 33.6% 


” Earnings before depreciation, amortization, financial expenses, income taxes, as well as equity in earnings of companies subject to significant influence and non- 


controlling interest 


“Including long-term debt, the liability component of the convertible debentures (before 1998), the current portion of debt and debentures and bank loans, net of 


available cash 


® Combining revenues of the Company and the franchise networks 


stock Market Performance 


VH vs TSE 300 


From June 1994 to June 1999 
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Note: On September 225 1997, the Company proceeded with a two-for-one split of all its subordinate voting shares 
and multiple voting shares issued and outstanding; the share price for prior years reflects this stock split. 


Van Houtte 


" TSE 300 
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Van Houtte recorded another excellent fiscal year 
in 1998-1999, pursuing its expansion across North 
America. 


In our two business sectors, the past year also saw 
the implementation of a marketing strategy tightly 

focused on customer satisfaction and aimed directly 
at end-users of our products and services. 


We closed fiscal 1999 with net earnings of $17 million, up 22% over the prior year. 
Earnings per share rose 16.2% to $0.79, compared with $0.68 on a fully diluted basis 
in 1998. Once again, Van Houtte achieved and even slightly exceeded its commitment 
to shareholders to increase its fully diluted earnings per share by at least 15% annu- 
ally. Cash flow rose 23% to stand at $37.4 million, giving us further leverage to build 
the Company’s future growth. 


Last year’s results reflect sustained and balanced development within our two major 
growth sectors. The number of single-cup units operated by our corporate coffee ser- 
vices rose 15% across North America, while the Coffee Group increased its coffee 
shipments by 17%. We owe this performance to a combination of internal growth and 
strategic investments, to which we allocated a total of $43 million in 1998-1999, 
including $30 million in new fixed assets and $13 million in business acquisitions. 


For the coffee service and equipment man- 
ufacturing sector, the past fiscal year 
was highlighted by innovation and internal 
development. 


Van Houtte also continued to expand through acquisitions and business start-ups, the 
largest of which were in Pittsburgh, Cincinnati, Minneapolis, Saskatoon and Fredericton. 
However, the growth in our single-cup equipment base was mainly attributable to the 
placement of new units, whose total number had risen to almost 26,000 by year-end. 
Factors contributing to this performance included our Single-Cup Sales Academy, inau- 
gurated in Boston in October 1998 to increase the productivity of Selena Coffee, Red 


Carpet and Filterfresh representatives in the placement of equipment. In addition, we 
launched a new compact single-cup model in Canada, the “Barista Express”, designed 
for groups who drink 20 to 40 cups of coffee daily. With this innovation, we literally 
created a new market for our single-cup technology, whose potential can be measured 
in hundreds of thousands of businesses in Canada alone. 


| 


/ 
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in the gourmet coffee marketing sector, 
Van Houtte became a truly national company 
last year, moving into the No. 1 position 
in the Canadian gourmet coffee market. 


have developed a winning formula. We therefore intend to speed up rocoto 


bea es 


process in the coming years. 


As we are updating our strategic plan for 
the years ahead, our primary goal remains 

the same: maximize our shareholders’ long- 
term value through profitable growth and ae) 
strategic investments. : 


performed up to now, with some 50 acquisitions in i 


aera ie ny Bees 


1999, they completed another major acquisition that made Van Houtt 


player in the coffee service industry in the Gea Toronto area. eo. Gérard Geoffrion 


Executive Vice-President 


Soe oe 


However, our development in the United States will remain ‘Van Houtte’ s principal source - 
of long-term growth. Even though we have made considerable progress. since 1994, oa 
increasing the number of our corporate U.S. outlets from 3 to 15, we have so far barely : : : - : 
scratched the surface of this market’s tremendous potential. Consistent with its strat: Le 
egy of teaming up with the most dynamic franchisees in its network to ae its 
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Paul-André Guillotte 
President and 
Chief Executive Officer 


growth, Filterfresh will strive to optimize its current network of corporate outlets and 
open up new territories through joint ventures and franchises. The northwestern U.S. 
market will be developed by Red Carpet, which has already established three outlets 
in Seattle, Portland and recently in Minneapolis. 


Second, now that it has extended its reach nationwide, the Coffee Group will seek 
to broaden its coverage of the Canadian market. 


Additionally, it will use the exceptional quality and variety of its product selection to 
introduce its branded products in major grocery chains, which it will also supply with 
private-label gourmet coffees. Although Van Houtte’s growth in this sector will stem 
primarily from markets outside Quebec, we nonetheless remain on the lookout for 
expansion opportunities in our original market. In fact, we did so following our last fis- 
cal year-end when we acquired the gourmet coffee roaster Gérard Van Houtte Inc., 
thereby gaining total control of the “Van Houtte” brand name. Finally, we will pursue 
the café-bistro modernization program in order to support the key role that this net- 
work has always played in promoting our brand equity in Quebec. 


And throughout our organization, we will give even greater scope to value-added oper- 
ations that will contribute to raise Van Houtte’s profile among North American consumers 
and strengthen our partnerships with customers. 


In conclusion, | would like to congratulate Van Houtte’s senior management, employ- 
ees and franchisees for the determination and talent they dedicate to achieving our 
growth and profit objectives. To all of you, Van Houtte shareholders, | reiterate our com- 
mitment to enhance the value of your investment. Thank you for sharing our trust in 
the Company’s future. Finally, | would like to underscore the sustained contribution of 
our Board members to the safeguarding of the Company’s interests and to the devel- 
opment and fulfilment of its vision of the future. 


Paul-André Guillotte 
President and Chief Executive Officer 


July 1999 


THE LARGEST 


SINGLE-CUP COFFEE 
SERVICE ORGANIZATION 


IN NORTH AMERICA 


Every day, more than two million consumers across 
Canada and in 27 American states use the coffee 
services provided by Selena Coitfee, Red Carpet or 
| Pilterfresh. A growing number of them have the 

| advantage of being able to obtain a freshly brewed 
| cup of coifee at any time, further enhancing the 

| pleasure of enjoying superior-quality coffee in 
their workplace. 


- of} 
VES 
in fact, Van Houtte literally transformed the coffee service industry by being the first as 
to systematically develop the potential of single-cup brewing technology. Since 1994, 
we have more than quadrupled our base of single-cup equipment, which is unparal- 
leled in North America: 25,680 units across the continent at the end of the last fiscal © 


year, in addition to the 15,000 more operated by our franchisees in the United States. 


BARISTA EXPRESS 


The world’s only compact model 
capable of brewing fresh coffee 
one cup at a time 


A first in the cofiee service industry: 
| CAPFE MONDO... the world of coffee 
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AMAZONIA AROMA SUPREMO AWASA CRISTOBAL EL DORADO, 
An extended coffee voyage The coffee of Colombia The discovery Blends for every taste GUATEMALA 
of coffee A wealth of legends 


and flavours 


| Van Houtte benefits from a unique posi- 

tion to invest in large-scale concepts, 

| especially since it can control all the 
ingredients... 


... from the design and manufacture of equipment to the roasting of gourmet coffees, 
not to mention the largest sales force in the North American coffee service industry. 


In taking up the technological challenge of the Barista Express, VK! Technologies once 
again confirmed its lead by offering a whole new base of consumers the chance to 
enjoy the advantages of single-cup technology. In fact, there are hundreds of thousands 
of businesses in Canada alone whose size is suited to the use of the Barista Express. 


CAFFE MONDO is 

e a trip around the world through the sampling of 10 exclusive international coffees 
developed by our master roaster; 

° a source of cultural information on the origins and distinctive features of the 
world’s best coffees; 


© an exciting experience of discovery, which lovers of good coffee can enjoy in the 
workplace. 


It is also the expression of our determination to offer added value to our customers, 
increase coffee consumption and promote Van Houtte’s brand image throughout North 
America. 


CAFFE EUROPA MACHU PICCHU TA) MAHAL FRENCH ROAST 


The most European Take a break... and savour India: Multifaceted The coffees of Paris 
of coffees country, unique coffee 


OPERATIONAL : 
REVIEW : 


COFFEE SERVICES AND 
MANUFACTURE OF EQUIPMENT 


Fiscal 1998-1999 was a year of continuity and, 
in certain respects, renewal for this sector 
that generated 67% of the Company's revenues 
and 73% of its operating profits. 


Expanding our North American network 
| through the acquisition and start-up of 
| coffee service businesses 


Last year, five new corporate outlets were added to our North American network, not 
to mention the businesses acquired and integrated into the Company’s existing oper- 
ations in Ontario and the Atlantic Provinces. At fiscal year-end, Van Houtte had a total 
of 61 corporate outlets: 45 in Canada, 15 in the United States and 1 in Europe. 


In Canada, we acquired 75% of the shares of the second largest operator of traditional 
coffee services in Saskatoon, Saskatchewan, thereby continuing to consolidate our 
leading position in the Western Provinces. In the United States, Filterfresh intensified 
the partnership approach initiated the previous year by forging alliances with fran- 
chisees in order to expand and optimize its network of corporate outlets. For instance, 
it joined forces with one of its franchisees to establish a joint venture in Pittsburgh, 
Pennsylvania. The new outlet, which is 90% owned by Filterfresh and 10% owned by 
its franchised partner, will allow us to develop the potential of this dynamic region 
south of the Great Lakes, where Van Houtte was not previously present. In April 1999, 
Filterfresh also acquired 80% of the Cincinnati franchise whose owners, two excellent 
operators, concurrently acquired minority interests in the Detroit and Cleveland cor- 
porate operations. They thereby assumed the management of all three outlets, now 
combined into a single corporate entity. 


In addition, Red Carpet acquired a traditional coffee service operation in Minneapolis, 
Minnesota, with a large customer base and a solid reputation for the quality of its ser- 
vices. As opposed to Red Carpet’s other two U.S. outlets in Seattle, Washington and 
Portland, Oregon, which were set up in 1997 and 1998 to focus on single-cup tech- 
nology exclusively, we chose in this case to integrate an existing traditional coffee 
service clientele to promote the advantages of our single-cup brewing technology. This 
will give us the opportunity to explore a new alternative that may prove to be more 
rapid and less costly than start-ups. 


Christian Pouliot 
President, 
Selena Coffee 


_ Mario Tougas 
President, 
_ VKI Technologies 


Stepping up the development of our single- 
cup equipment base: the spearhead of our 
expansion strategy in the North American 
coffee service industry 


Aside from the acquisition of $20 million in new fixed assets, last year’s 15% increase 


in the number of single-cup units operated by our corporate networks was fueled by 


_ significant achievements in the areas of training and technological development. In 


October 1998, Van Houtte became the first coffee service organization to set up a 
training centre specializing in the marketing of single-cup technology: the Single-Cup 


Sales Academy, located in Westwood, on the outskirts of Boston. Since its inaugura- 


tion, this centre has trained some 40 representatives from the corporate networks of 
Selena Coffee, Red Carpet and Filterfresh, as well as several Filterfresh franchisees. 
To date, this initiative has produced very good results, not only by contributing to the 
expansion of our equipment base, but also by improving the representatives’ produc- 
tivity in identifying sites with the greatest potential, reducing costs related to the 
placement of new units and maximizing their profitability. 


Van Houtte distinguished itself with another innovation: the development of the Barista 
Express, the world’s first compact equipment capable of brewing fresh coffee one cup 
at a time. Until now, the size and cost of the single-cup units available on the market 
meant that their use was reserved for fairly large groups of users. To enable smaller 
groups of 15 to 30 users to also have access to this technology, VKI Technologies 
took up the challenge of simplifying and miniaturizing the apparatus in order to lower 
its costs. 


After two years of fine-tuning, the Barista Express was officially launched by Selena 
Coffee and Red Carpet in September 1998. The goal was to convert existing customers 
meeting the target profile and currently using conventional coffee-makers, while win- 
ning market share over the competition. Thus far, nearly 1,000 Barista Express units 
have been installed, half of which with existing customers and the other half with new 
clients. What’s more, we have witnessed a significant increase in coffee consumption 
among our traditional coffee service customers who have chosen to adopt the Barista 
Express. In light of these highly promising results, VKI is now working on the second 
generation of the Barista Express, even more attractive and versatile than the first, 
that will be designed for our entire North American network. 


It was also to support Van Houtte’s growth in the single-cup segment that VKI com- 
pleted a major reengineering program at its plant in St-Hubert, near Montreal. In 
eliminating most of the non-value-added operations from the industrial process, this 
program significantly increased the plant’s operational capacity and flexibility, yielding 
an improvement of more than 40% in labour productivity over two years. It also short- 


ened the manufacturing cycle considerably. 


(any 
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Corporate 


Franchises 


oe enjoy them. 


Enhancing products and services offered 
to our customers through the development 
ae of \ value- added concepts combining state- 
oe of-the-art technology, gourmet coffees and 


excellence in service 


tae 


In the last fiscal year, we renewed our commitment and policies with regard to cus- 
~ tomer service, not only to accelerate the development of new markets, but also to 


enhance our current customers’ ‘satisfaction and ee especially in the single-cup 
Segment. | a8 : 


New guidelines were punched | in hall our s' sidiaries to improve. every eépect of our 
offering, from coffee quality to the user-friendliness of our equipment, as well as the 
professionalism of customer service and follow-up. To make customer satisfaction 


a core element of their operations, our coffee service subsidiaries undertook to reor- 


_ ganize their sales. and customer service activities, hired and trained new resources 
| and improved their information systems. For its part, VKI adopted a better targeted 
; approach toward the end- users of its. ‘equipment, among other things by bringing its 
R&D and marketing departments closer together and creating training programs 


for equipment caretakers. In so doing, our goal is to meet the expectations of every- 
one involved in the single-cup chain of influence: those who. decide whether to adopt 
the technology, those who manage and Pena the equipment, and those who will 


From the same erandpe nt we steppe up the development ao new concepts aimed 


directly at consumers, with a view to offering better value to our coffee service cus- 
tomers, increasing coffee consumption per unit and promoting Van Houtte’s products 
and brand image. The Caffe Mondo program is one of the results of our efforts. With 


this evolving concept, the outcome of two years of research and development, our 
single-cup equipment becomes much more than a a corned), but a happening based 
on a true coffee experience. 


Caffe Mondo was launched in February 1999 with Red Carpet and Selena Coffee cus- 
tomers using the appropriate equipment. The level of acceptance is such that it has 
already been adopted by close to a, 000 customers, yielding substantial increases in 


ne coffee consumption per unit. In the coming ‘months, we will continue to implement 
it across Canada and gradually ee it 
United States. 


to Filterfresh’ s corporate network in the 


FROM A COFFEE AND 
DELICATESSEN STORE 


IN MONTREAL... 


.. LO THE LEADING 


GOURMET 
COFFEE 


MARKETING COMPANY 


IN CANADA 


From its inception, Van Houtte chose to operate 
in the gourmet coffee market exclusively. Since 
then, it has acquired a unique position in the 
Canadian industry, due largely to its ability 

to meet the needs of consumers and retailers with 
refined and distinctive concepts. By offering 
solutions tailored to each of its customers, 

Van Houtte’s Cofitiee Group has succeeded in effi- 
ciently serving all the channels of the retail food 
sector: grocery stores, superstores, convenience 
stores, drugstores, restaurants, etc. 


One of the most extensive and refined selec- 
tions of gourmet coffees in North America... 
so that every coffee lover can find what 
he or she is looking for. 


Our complete range of coffee beans is joined by over 50 packaged products. Van Houtte 
draws this distinction not only from its tradition of 80 years of excellence in the field, 
but also from its use of the most modern roasting and packaging technologies. Among 
other things, the Coffee Group is the only roaster in Canada and one of the few in 
North America to be equipped with a profile roasting technology offering countless pos- 
sibilities in terms of variety of coffee blends, quality and consistency. 
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The finest coffee... 
The finest merchandising... 


The finest packaging... 


Innovative merchandising strategies: a source 
of growth for our customers © 


_ Thanks to the quality and variety of its assortment of gourmet coffees, the size and 


esthetic appeal of its displays and their optimal use of selling space, the Coffee Group 
has literally redefined the ° ‘coffee category” for supermarket shoppers. In fact its con- 
cepts are like boutiques within grocery stores, that usually generate significant i increases 


in its customer's coffee sales. This performance has enabled the Coffee Group to 


expand its share of the Canadian market every year, with the result that it currently 
supplies coffee, under its brand names or its customers’ private labels, to over 2,000 
Canadian supermarkets, half of which are outside Quebec. : 


Van Houtte’s network of café-bistros undergoes 
a facelift for the next millennium. 


An “in” look and ambiance, a resolutely urban cachet with a “New Europe” flavour and 
an enduring tradition: variety and excellence in the choice of coffee. 


ee 


OPERATIONAL 
REVIEW 


ROASTING AND MARKETING 
OF GOURMET COFFEES 


This sector posted an outstanding performance 
in 1998-1999, increasing its operating income 
by almost 30%. 


| Establishing a nationwide presence in the 


retail food industry 


Consistent with its principal objective, the Coffee Group increased its Canadian market 
share considerably in the last fiscal year. Among other things, it expanded by some 50% 
its coverage of the Ontario market, where “A.L. Van Houtte” and “Orient Express” con- 
cepts are now to be found in more than 300 supermarkets. Within less than two years, 
the Coffee Group has also become a major player in the Atlantic Provinces. After intro- 
ducing its concepts to one of the region's leading retailers during the previous year, 
it gained a second large grocery chain as a customer last year and undertook, with Red 
Carpet, to supply an important network of convenience stores with liquid coffee. 


At the beginning of fiscal 1998-1999, the Coffee Group achieved an initial breakthrough 
in the Alberta market where it successfully tested its concepts in several supermar- 
kets. But it was the acquisition of Gold Cup Coffee Company a few months later that 
really launched its expansion west of Ontario. The second largest distributor of gourmet 
coffee in Western Canada and the leader in the coffee bean segment, Gold Cup serves 
an extensive customer base in the retail food and foodservice sectors. Its clientele is 
spread mainly throughout British Columbia and Alberta, but also across Manitoba, 
Saskatchewan and even Ontario. In addition to a significant contribution to the growth 
in the Coffee Group's shipments, this acquisition provided us with a well-established 
distribution network, a skilled, dynamic team and a line of coffee beans that is highly 
popular among consumers in Western Canada. We undertook to complement this line 
by introducing “A.L. Van Houtte” packaged coffees alongside “Gold Cup” products. 


Positioning ourselves as a front-line partner 
and a driving force for our customers’ 
growth, through the superiority of our prod- 
ucts and services 


Aside from the penetration of new points of sale, Van Houtte’s growth in the retail food 
sector is built upon the increase in coffee sales that its concepts usually generate for 
its customers. In fact, the Coffee Group has developed a product selection unequaled 
in the industry, that we constantly improve. Thus, in recent years the Coffee Group has 


entirely renewed its line of packaged coffees, to which other formats and packaging 
were added in 1998-1999. 


Stephane Breault 
President, Café-Bistro Division 


Jean-Yves Monette 
_ President, Coffee Group 


Over the past two fiscal years, the Coffee Group has also invested $8 million to increase 
its production, packaging and warehousing capacity and to refit its facilities with roasting 
equipment that is unique in Canada, enabling it to enhance its product quality and con- 
sistency. In 1998-1999, its industrial process was fully automated, from the reception 
of green coffee to the packaging of finished products. It also relocated its distribution 
operations from the roasting plant into a new warehouse, which was expanded from 
20,000 to 70,000 square feet for that purpose. This not only increased its storage 
Capacity substantially, but also freed up production space to facilitate its future growth. 


Modernizing the café-bistro network so it 
can continue to make its essential contri- 
bution to supporting the “Van Houtte” brand 
in Quebec 


Launched in 1997-1998 by the Café-Bistro Division, the network repositioning and reju- 

venation program entered the execution phase in the last fiscal year. After putting an 

experienced management team in place, we started to implement a new café-bistro 

concept based on four major elements: 

e locations in urban sites with significant pedestrian traffic; 

© a visually modern and musical atmosphere, targeting consumers between 20 and 
55 years of age; 

© an array of coffee products honouring Van Houtte’s tradition of excellence; and 

e an evolving and enhanced value-added menu selection. 


First, the location and long-term potential of each café-bistro underwent an in-depth 
review. This strategic exercise led to the closure or temporary conversion into corpo- 
rate outlets of several franchises. Then, some 10 corporate and franchised café-bistros 
were renovated according to the new concept. Along with the complete renovation of 
these premises, our line of specialty coffees was revamped and several coffees that 
are exclusive to the network were introduced. We also renewed our pastry and sand- 
wich selection, while adapting our menu to make tt both more attractive and user-friendly. 


At the same time, we reinforced management practices in order to improve operational 
quality and profitability. Among other things, food production and distribution were out 
sourced, and training activities were intensified. 


This rejuvenation program has had a significant impact on customer traffic in the café- 
bistros, some of which have doubled their coffee sales since the implementation of 
the new concept. Now that we have fine-tuned the formula, we will pick up the reno- 
vation pace in the next quarters, while exploring new expansion avenues geared to the 
marketing of gourmet coffees. 
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ily. diluted), up 22.7% over the previous year. Of this amount, $7 million was reinvested 
, Capital, primarily to finance the growth in accounts receivable and inventories related 
d sion. of our operations. Operating activities: therefore provided net cash resources of 
a a $30.4 4 mifiion in fiscal ae spf i % 


eae < ia 
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Coupled with a $12. 2 million increase in long-term debt in the form of a revolving term loan, these 


funds were used almos entirely to finance last year’s expansion program. Among other things, we — 


invested $29.9 million in new fixed assets ($28.7 million net of disposals of fixed assets). Some 
$20.4 million of this amount was earmarked for the coffee service and equipment manufacturing 
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sector, mainly to expand our single-cup equipment base. The balance of $9.5 million was allocated 
to the gourmet coffee roasting and marketing sector, notably to install displays for several new 
Canadian customers in the retail food industry, expand the distribution centre and automate the 
Coffee Group's industrial process. 


In addition, we invested $13.2 million in business acquisitions, including the gourmet coffee dis- 
tributor Gold Cup Coffee Company, 80% of the Filterfresh franchise in Cincinnati, and several 
traditional coffee service companies, the largest of which were in Minneapolis, Fredericton and 
Saskatoon. Finally, a total amount of $2.4 million was used to increase other assets and invest- 
ments in companies subject to significant influence. 


Other transactions for fiscal 1999 included the payment of $3.0 million in dividends to holders 
of subordinate voting shares and multiple voting shares, or $0.14 per share. This reflects a 
40% increase over the dividend paid by Van Houtte in 1998. In addition, we issued 39,500 
new subordinate shares following the exercise of stock options held by officers, for a considera- 
tion of $271,000. 


The various cash inflows and outlays described previously used net cash resources of $3.9 mil- 
lion, bringing the Company’s cash from $4.7 million at the beginning of the year to $835,000 
as at April 3, 1999. 


Financial Position 

Van Houtte’s total assets amounted to $233.5 million as at April 3, 1999, up 13.1% over the 
previous year. Working capital increased from $19.0 million for a current ratio of 1.7:4 as at 
March 28, 1998, to $24.6 million for a ratio of 2.0:1 one year later. With regard to long-term 
assets, fixed assets rose 16.3% to total $99.0 million at the end of the last fiscal year, while 
other assets went from $73.3 million to $81.8 million, due primarily to the goodwill resulting 
from the year’s business acquisitions. 


After accounting for net earnings, dividends paid and share issues of the year, shareholders’ 
equity rose 8.6% to $180.2 million. Long-term debt rose from $10.2 million to $23.2 million due 
to the use of our revolving term loan to finance part of the expansion of the past year. Adding 
the current portion of long-term debt, total net indebtedness net of available cash went from 
$7.1 million, or the equivalent of 4.1% of total invested capital at the end of fiscal 1998, to 
$23.1 million or 11.4% of total capital as at April 3, 1999. Van Houtte therefore maintains 
an excellent financial position to pursue its expansion in North America. 


Outlook, Requirements and Sources of Funds for Fiscal 1999-2000 

Van Houtte remains committed to its objective of increasing earnings per share by at least 15%, 
even though we have planned somewhat higher expenses than previous years in the areas of mar- 
keting, customer service and training. As in the past, our business growth will be built largely upon 
internal development, consistent with our two major strategic goals: the expansion of single-cup 
coffee services in North America and the marketing of gourmet coffees across Canada. 


In the first sector, in addition to the recent acquisitions, we will count on the productivity gains gen- 
erated by our Single-Cup Sales Academy and the marketing, on a broader scale, of the Barista Express 
and Caffe Mondo program. In the second sector, growth will stem mainly from the numerous devel- 
opments achieved over the past 12 months including the Gold Cup and Gérard Van Houtte acquisitions, 
as well as the gradual penetration of the Canadian market by our Coffee Group. 


We will continue to invest in our long-term growth through the purchase of new fixed assets, to which 
we will allocate approximately $24 million in 1999-2000, and by means of business acquisitions. 


We believe that our cash flow will be sufficient to finance most of the funding requirements encoun- 
tered in the normal course of business for the current fiscal year, including the pursuit of our internal 
growth, debt service and remuneration of our shareholders. As for the acquisition opportunities 
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that will undoubtedly arise, it should be pointed out that Van Houtte has a total of close to 
$48 million in unused credit facilities with its major lenders, unsecured and without any principal 
repayment clauses. 


Dividend Policy 

Van Houtte intends to maintain the dividend policy as established by the Board of Directors. This 
policy consists in determining at mid-year the appropriateness of paying a dividend and, if so, the 
amount of such dividend based on the Company’s financial position and investment plans. A div- 
idend of $0.14 per share was paid for fiscal 1999 ($0.10 in 1998). 


Year 2000 Compliance of Information Systems 

A number of measures have been taken to ensure the efficient transition of Van Houtte’s infor- 
mation systems to the Year 2000. In 1998, an exhaustive inventory of the systems was conducted 
in each of the subsidiaries, whose operations encompass manufacturing, distribution, retailing 
and coffee services. 


Approximately 80% of the information systems and software programs necessitating changes have 
now been adapted or replaced so they are Year 2000 compliant. More than half of the subsidiaries Number of Corporate-owned 
and divisions have conducted simulation tests that have proven satisfactory on their systems, Single-cup Units at 

and other simulations should be completed during the summer of 1999. In addition, the electronic 
commerce (EDI) system in place with some of our customers should be converted and tested by 
the end of the summer. 


Year-end 


30,000 


We have also asked our principal suppliers to confirm that they will be able to continue providing 
the goods and services needed for our operation beyond January 1, 2000. Other certification 
requests have been sent to major customers to ensure that business relations are not disrupted. 25,000 
However, although certain assurances are expected to be obtained from most business partners, 

and considering that it is impossible to obtain absolute certainty as to their actual Year 2000 

readiness, we have drawn up emergency measure scenarios to mitigate against any failure on 20,000 
the part of one or more business partners. As a result, coffee and equipment production inven- 

tories will gradually increase until December 31, 1999 to ensure the continuity of operations 

beyond that crucial date. Other emergency measures would be developed during the summer of 15,000 
1999 so we can count on back-up resources or sources of services and thereby avoid any critical 

risk of interdependency. 


10,000 


Based on our assessment of the current situation and the plans we have adopted with regard to 
the critical systems, and subject to the risks set out above, it appears unlikely that the changeover 
of our information systems to the Year 2000 would have a negative impact on the Company's var- 5,000 
ious Operations. Moreover, the costs incurred to date are not significant and, considering the fact 
that most of the work related to the conversion, tests and emergency plans is finished, we should 
not have to outlay any additional material amounts between now and the end of 1999. (e) 


Gérard Geoffrion 
Executive Vice-President 
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Consolidated Statements 
of Earnings 


Years ended April 3, 1999 and March 28, 1998 
(In thousands of dollars, except for earnings per share data) 


1999 1998 
Revenues $234,614 $207,067 
Cost of goods sold and operating expenses (Note 2a) 185,612 166,657 
pees 49,002 40,410 
Depreciation and amortization 19,664 15636 
29,338 24,773 
Financial expenses (Note 2b) 1,278 1-205 
Income before the undernoted items 28,060 23,568 
Income taxes (Note 3): 
Current 9,721 8,708 
Deferred 1,313 _ 384 
i i 11,034 9,092 
17,026 14,476 
Equity in net earnings of companies subject 
to significant influence 56 31 
Non-controlling interest (52) (555) 
Net income $ 17,030 $ 13,952 
Earnings per share $ 0.79 0.71 
Diluted earnings per share S$ 0.79 0.68 
Average number of shares outstanding (in thousands) 21,617 19279 
See accompanying notes to consolidated financial statements. 
For reference only - unaudited: 
Filterfresh network revenue USS 63,509 US$ 61,429 


Consolidated Statements 


ot Retained Earnings 


Years ended April 3, 1999 and March 28, 1998 
(In thousands of dollars) 


1999 1998 

Retained earnings, beginning of year $ 43,746 $ 33,509 

Net income 17,030 13,952 

60,776 47,461 

Dividends 3,027 1,936 
Interest on equity element of convertible debentures 

(net of income taxes of $134) = 251 

Share issue expenses (net of related taxes of $8) (Note 9) 12 1,528 

Retained earnings, end of year $ 57,737 $ 43,746 


See accompanying notes to consolidated financial statements. 
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Long-term debt (Note 8) : : ; : 
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| April 3, 1999 9 and March 28, 1998 
_ | (In thousands of dollars) 


‘Consolidated Balance Sheets 


ie 
ie anna 


Assets 2 
_ Current assets: oe 
: -_ Accounts receivable oe 
_ Inventories ( Note 4) 
Prepaid expenses _ eee 


Investments (Note 5) - f 3646 
Fixed assets (Note 8 a. : 


Other as assets (Note 7) i oe 8 3 << 81,801 


835, ; 
26,626 
19,211 

2,395 


ese. 


ae oe 


$ 4,749 
= 21.874 
17,562 


a cr 
Equity 


) 23,110 


to fein debt (Note - oo 


a & ee 


754 


36 2AG2A 
553 


J 


SSL pee ee - 


Deferred income taxes S hs Ses 34 


"24,517 
23, 217 


Sey ff 


10,206 
1,829 


Non-controlling interest — 2,417 


Shareholders’ equity: 


122,473 
57,737 
180,210 


Capital stock (Note 9) 
Retained earnings — 


Commitments (Note 10) 


ge - 


~ 122 202 


38,823 
12906 


C7 
165,948 = 


Contingencies (Note 14) _ : : wos 
ay ____ $233,495 | 


___ $206,480 


See accompanying notes to consolidated financial statements. 
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On behalf of the Board: — 
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i s 
Christian Pouliot 
Director 


Paul-André Guillotte — 
Director : 
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|. Years ended Apri 93,1999. and Mares 28, 1998 
: _ (Tabular amounts are expressed in thousands of dollars) 


aes 


Malaga 


pees me z ae is : a 
agi — : f # PS Cs ee 


1s Sigeitieant accounting policies: 
eet _ (a) Consolidation and long-term investments: 


The consolidated financial statements include the accounts of A.L. Van Houtte Ltée and all its subsidiaries 
(the “Company”). The major subsidiaries are Red Carpet Food Systems Inc., Selena Coffee Inc., Filterfresh 
- Corporation, VKI Technologies Inc., aoe oe Coffee oe Ltd., ae Cafés. Orient Express Ltée and 

_ Selena Coffee Ltd. : 


Ree tay ‘3 


ee Investments in companies: ‘subject to significant influence are ee ee on an fh eauity basis and include the 
Oo aa share of retained ore: Stee aah ; ih 


“(b) Inventories: re aes % see es ae 


Raw materials are stated at the lower of cost, based on the first in, first La hrenod. and replacement he 
Finished goods and work i in process are stated at the lower of average cost and net ‘realizable value. 2 


: a : es Raw ‘materials are eocquted for at ee purchase price set out es! the terms and conditions eo 


Cee eres: see ihe bat, - , : sos % 
# . a Sea. TO 
‘ Rie ae ae i 


ens a oe (c) Fixed assets: oo as oo 5 : i oe 
3 Bee eo Gaara “Fixed assets are ‘stated at cost, net of any investment credits When « are os for nen qualified sapere ce neo 3 

5 expenditures are incurred. Interest expense and other direct costs aban ee capital pope DC ee 
iS oe capitalized ‘to the cost of fixed assets until the commercial production stage. ae eg 


2 N03 x ee : Roeper 
Depreciation is caloulated d using the popes methods and rates: ; } ee ec 


Method _ ee” Se “Rate oe 

i Declining balance : oe 16. CT 
‘Straightline =. 10 38% 

Straightline ==——S—S=STermooff lease 


PEI Spe aes leg eee ee 


projected a Ak flows of ‘the ese acquired. Any permanent d decline i in the Spock PES 
value of goodwill: is charged to income. ; : : oe 


May 


Ke : - Other assets, which ‘include deferred charges, are — overa oc ranging con 3 to 10 years. 
x Ee (e) Foreign currency translation: : 
¥ 


Foreign operations of the Company are considered integrated foreign operations. Accordingly, their AANSACHONS ae 
and Canadian transactions in foreign currencies are translated using the temporal method. Under this 
method, monetary items denominated in foreign currencies are translated into Canadian dollars at year- 
end rates, whereas non-monetary items are translated at rates prevailing at the transaction dates. 3 ae 


Revenue and expenses, other than depreciation which is translated at the rate applicable to the related 
asset, are Hansiee at fates parang at the related transactions’ coe Translation Bau or losses are 


defer ed ae amortized over the eas life of the related debt 
(f) Use of estimates: _ 


The preparatio of financial sinters. requires management te a estates and ‘assumptions that caer 

affect the srr assets and liabilities and disclosure of contingent assets and liabilities as atthe vot ss 

date of the financial statements as well as the revenue and Sete for the year. Actual results could : 
differ from those Meals 


Noe 2. Information on earnings: 
a, : (a) Cost of goods sold and operating expenses: 


a ances. During the year, the Company received government grants of $577,762 with respect to its research aad 
gees activities. This amount was charged against the cost of goods sold and operating expenses 
for the year. : 


(b) Financial expenses: Qe : 
in. Peet ee ee 
Interest on long-term debt : Y $1,242 $ 973 

Interest related to debt component of convertible ee : = (42) 
i Interest on short-term borrowings — 36 236 
a Amortization of deferred financial expenses Big : mu 38 
| $1,278 $1,205 
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v NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
| Years ended April 3, 1999 and March 28, 1998 
(Tabular amounts are expressed in thousands of dollars) 
| % 
ae toe 
iy 
A 


3. Income taxes: 


Sie, ee cae ine following table reconciles the statutory tax rate with the effective tax rate: 
Pi ee ce ne 1999 1998 
» ies " Combined statutory tax rate 39.0% 38.6% 
ne — Manufacturing and processing deduction (1.4) (1.8) 
. mortization of goodwill : ) 1.2 2.9 
tei. : : . ; ‘Non. deductible expenses *. rae : 0.3 0.4 


= 0.2 (1.5) 
; 39.3% 38.6% 


1999 1998 

$ 4,830 $ 5,301 

1,075 — 719 

Ses 13,306 11,542 
: $19,214 $17,562 


1999 1998 


22236 
$ 3,646 


1999 
Accumulated Net book 
RO ee Gi ae, ne Cost depreciation value 
Se PS LONG ot $ 1,192 $3 $ 1,192 
ges ae ee Buildings: oy ee 10,044 1,918 8,123 
Goffe service equipment and vending machines 109,616 48,229 61,387 
Machinery and equipment 24,552 12,148 12,404 
ae fa Furniture, computer equipment and leasehold improvements 18,455 8,333 10,122 
: ees ‘Automotive equipment , 10,880 5,127 5,753 
oo DNee es $174,736 $75,755 $98,981 
j ; eae : : 
ae i ee oe 1998 
ee a ae me oe Accumulated Net book 
4 : bie See, ee Soe ae Cost depreciation value 
Land — . ‘ $ 1,192 $ " $ 1,192 
; = Buildings \ | 7,702 1,631 6,071 
peo Coffee service equipment and vending machines 95,289 39,679 55,610 
" me Machinery and equipment 20,337 10,442 9,895 
. Furniture, computer equipment and eascire improvements 12,950 5,830 7,120 
ase 4 ; 9,086 ~ 3,870 5,216 
~ pe aoa $146,556 $61,452 $85,104 
aaaper- % 

7. Other assets: 
eee : 1999 1998 
\ Goodwill, at amortized cost : $80,587 $72,694 
} Other assets, at amortized cost nh 1,214 648 
é t piven a $81,801 $73,342 
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NOTES TO vo aa FINANCIAL soe) 


Years ended April 3, 1999 and March 28, 1998 
(Tabular amounts are expressed in thousands of dollars) 


e 


8. Long-term debt: 


Revolving term loan, expiring on August 31, 2000, extendable annually 
for a one-year term. As at August 31, 2000 or at the end of the last 


oy extension term, 50% of the capital is repayable in 5 equal annual 


instalments and the outstanding balance is payable at the end of the 
fifth year. The revolving loan may be used as bankers’ acceptances, 
fixed rate advances or advances at prime rate. Certain shares of the 
subsidiaries have been pledged. — 


Mortgage loan, 11.75%, repayable in blended monthly instalments of 

$17,788 until November 1, 2003, including principal and interest, 

secured by land and building having a net book value of $4,205,000 
Sarita, 

Mortgage loan, 10.88%, repayable in blended monthly instalments of 

+ ,114 until May 1, 2002, including principal and interest, secured 

by land and building having a net book value of $1,509,000 


AN, 
i 


Due to non-controlling shareholders (US$1,400), bearing interest at 
12%, expiring on December 31, 2002 oe 


Due to a company subject to ‘significant influence, without interest or 
specific terms of oer 


Other 


Less current portion _ 


1999 _ 1998 
$17,362 $ 4,218 
Se Naren st? ~ 
1,661 1,684 
Po 
981 — 1,059 
= ak 2,002 
: ee 
te ie 244 
¥ : 
1,862 = 2,610 
23,971 = 11,817 
164 bit 
$23,247 


In accordance with the terms of various borrowing agreements and given the refinancing activities projected 
by management, the Company will make the following repayments over the next five years, as follows: 


2000 $754. 
2001 a 601 
2002 e337. 
2003 2,417 
2004 Moth 
. ; 
9. Capital stock: 
1999 1998 
Authorized: 
Unlimited number of multiple voting shares with voting rights 
of five votes per share, participating and without par value 
Unlimited number of subordinate voting shares with voting right 
of one vote per share, participating and without par value On 
Unlimited number of Classes A and B preferred shares, issuable 
only in series, non-voting and without par value 
Issued and paid: ; 
5,800,000 multiple voting shares $ 387 $387 
15,824,526 subordinate voting shares a 
(15,785,026 shares in 1998) 122,086 429,815 
i $122,473 $122,202 


(a) Share issue: 
During the year, 39,500 subordinate voting shares were issued upon the exercise of stock options, for a 
consideration of $271,000. 
(b) Stock option plan: 

Under a stock option plan, 1,650,000 subordinate voting shares were reserved for certain executives of 


the Company. As at April 3, 1999, 1,353,400 stock options had been granted at prices ranging from $5.40 
to $30.75 per share, with expiry dates from March 2002 to March 2009. 


(c) Employee share ownership plan: 


Under this plan, subordinate voting shares are purchased at recurrent investment dates at prevailing market 
prices. Since the creation of this plan, 1,397 shares were issued at an average price of $28.92. 


ng 


“$10,206 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
4 | Years ended April 3, 1999 and March 28, 1998 
tg _ (Tabular amounts are expressed in thousands of dollars) 
= : ee pete 
or 
ee 
e i. He 
10. Commitments: 
ete. Leases: 
eke - 
The Company leases premises and equipment under operating leases which expire at various dates until 
‘ 2009 and for which gross rents total $20,731,000. Of this amount, a portion of $6,887,000 is assumed 
eS i a by the Hennes of the Company. Annual payments under these leases for the next five years are as 
follows: 
; os £ ee i Bes: el com — ae ___ Gross a : Net 
gaan OU ve ae ances OOO aap ver atat, i Nea "EA BO (ee SL, Soy Ba DOO 
ee a 20 Se aie 4,074 1,140 2,934 
iy 3,254 994 2,260 
4 oN 2,702 927° 1,775 


"i ee : en a Neate acquired: 


2,107 895 de 242, 


Ss involved in various lawsuits and claims. Meena and the Company's legal counsels 
cL prion oe ve resolution of these claims would have no material impact on the Company’s 


‘tain ae, and WOHGAE capital of ne cones service businesses for a total cash 
FOC ideration of $14, ,865,000. The acquisition of Gold Cup Coffee Company Ltd. allows for the purchase 
pis Lee increased Subject to a maximum, a itive earn- -out provision: of $5, S27, 000 by the end of 


f ‘the years ending from 1999 to 2001 cannot be determined: but. will be charged to goodwill if they are 
ee _ recognized at these dates. 


3 The acquisitions are summarized as follows: 


pe Coco a a Cash @enciency , co ee bees) 
; : Non-cash operating working capital ~ eats 1,577 
ee Investments. : 722 
ey De aaaine ob Fixed assets — 2,384 
SoS a Gacdwll = 8,747 | 
oe 12,107 
2) gis) Non-controlling interest : 242 


ORE ara ae ee: acquired at fair value : $11,865 


13. Financial instruments: 
_ (a) Foreign exchange risk: 


eae The Company makes some of its purchases in US dollars and enters into various types of foreign exchange 

: forward contracts in order to manage its foreign exchange risk. The Company does not hold nor issue such 
financial instruments for trading purposes. As at April 3, 1999 and March 28, 1998, the amount of these 
contracts was not material and their fair value approximated their book value. 


sd : The Company does not anticipate any default on obligations from the counterparties to these contracts as 
Sarees they are financially-ssound Canadian banks. 


Md . Credit risk: | 


~The Company does not have a significant exposure to any individual customer nor counterparty. The Company 
= reviews a new customer's credit history before extending credit and conducts regular reviews of its existing 
customers’ credit performance. An allowance for doubtful accounts is established based upon factors such 

as the credit risk for specific customers, historical trends and other information. 


(c) Fair value of financial instruments: 


The carrying value of cash, accounts receivable, accounts payable and accrued liabilities approximates their 
a fair value because of the near-term maturity of these instruments. The fair value of the amount due to non- 
: controlling shareholders approximates its carrying value. The carrying value of the term loan approximates 
its fair value, as the credit agreement was renewed during the year and the interest rate varies based on 
\ market rate. The fair value of mortgage loans, calculated at the value of contractual future payments of 
principal and interest, discounted at the current market rate of interest available to the Company for the 

same type of debt instrument, is $3,056,351 (1998 — $3,238,207). 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
| Years ended April 3, 1999 and March 28, 1998 
| (Tabular amounts are expressed in thousands of dollars) 
a ait . : 
oN ee : s j a ¥s 
Wikcer air, = 
14. Segmented information: ae. 
_ The Company operates in the following two segments: 
: (a) coffee roasting and marketing through the Coffee Group and Café-Bistro Division; 
_ (b) coffee service, vending machine service and coffee equipment manufacturing. 
? “Segment income includes income from sales to third parties and intersegment sales. These sales are 
accounted for at prevailing market prices. 
ee. een ; ~~ 1999 1998 
Business segments on ; oe a ee 
Revenues:  —_— ee le ae 
_ Roasting and marketing = se $84,402. $ 77,288 
Yee, (Oleesenica ey 168,188 = 147,097 
f Yq ibiereeument: fo (17,976) (17,318) 
‘Sa oo ee 6234614 $207,067 
RES Gar OR ML aE eye re oa DT ae: 
Operating income before depreciation and amortization and financial expenses: % ‘ 
f Roasting and marketing ; ce oe ae 5 | ; ea 2 sane $-4.0;604, 
__ Coffee service : ae ee 31,345 
sto : : Ae cues eave 3 
so atees General corporate expenses eae : (2,065) _ (1,536) 
eee ee $ 49,002 — $ 40,410 
Assets: tee : e 
Roasting and marketing $ 64,105 $ 45,088 
Coffee service ce 177,118 165,134 
Intersegment ke ae Ree a (7,728) (3,742) 
ee oe oe 8933.a95 . $206,480 
Additions to fixed assets: 
Roasting and marketing $ 9,446 $ 6,401 
Coffee service ; ‘ 20,357 : 16,644 
: ; $ 29,803 _$ 23,045 
Depreciation and amortization: 
Roasting and marketing $ 3,507 $ 2,280 
Coffee service : 16,157 13,357 
mcs ee a $ 19,664 $ 15,637 
Geographic segments, 
Revenues generated by operations: 
Canada $190,822 $178,530 
Birt United States : 41,037 26,246 
Other countries a i - 2,755 Zoo. 
ie oe $234,614 $207,067 
Capital assets: § ke 
Canada $ 81,847 —$ 73,106 
United States , 17,134 11,998 
: $ 98,981 — $ 85,104 
ei, 
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| | Years ended Apri 3, 1999 and March 28, 1998 - 
ae : | (Tabular amounts are expressed in thousands of dollars) 
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2. Uncertainty due to the Year me issue: 


| use e certain dates in 1999 to represen es other thana date. The effects of the Year 
nee be experienced before, on, or after January £; 2000, and, i not addressed, the impact on 


n ent ity’ : ability to conduct fae business operations. Itis not poseible 6 be certain that all 
of the Year 2000 issue affecting the Company, including those related tot the efforts OF — 
: or other third ees ML be fully resolved. — 4 
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